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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  cer- 
tificates. 

The  Single  Audit  Act  of  1984  and  OMB  Circular  A- 128  require  the  auditor  to  issue  certain 
financial,  internal  control,  and  compliance  reports  regarding  the  state's  federal  financial 
assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  OMB  Circular  A-128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit  Report 
for  the  two  fiscal  years  ended  June  30,  1993  has  been  issued.  Copies  of  the  Single  Audit 
Report  can  be  obtained  by  contacting: 

Office  of  the  Legislative  Auditor 
Room  135  State  Capitol 

PO  Box  201705 
Helena  MT  59620-1705 
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Senator  Greg  Jergeson,  Chairman  Representative  John  Cobb,  Vice  Chairman 
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September  1994 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of  Public 
Service  Regulation  for  fiscal  years  1992-93  and  1993-94.  This  report  contains  an 
unqualified  opinion  on  the  department's  financial  schedules  and  makes  no  recom- 
mendations to  the  department. 

We  thank  the  commissioners  and  their  staff  for  their  assistance  and 
cooperation  throughout  the  audit. 


Respectfully  submitted. 


Scott  A.  Seacat 
Legislative  Auditor 
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Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Public  Service  Regulation  for  the  two  fiscal  years  ended 
June  30,  1994.   The  objectives  of  the  audit  were  to: 


1.  Determine  if  the  department  complied  with  applicable  laws 
and  regulations. 

2.  If  necessary,  make  recommendations  for  improvement  in 
the  administrative  and  accounting  controls  of  the  depart- 
ment. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years 
ended  June  30,  1994. 

We  did  not  include  determining  implementation  of  prior  audit 
recommendations  as  an  objective,  since  the  prior  audit  did  not 
contain  any  recommendations.   The  prior  audit  did  note  two 
recommendations  contained  in  the  audit  report  for  the  two  fiscal 
years  ended  June  30,  1990,  were  in  the  process  of  being  imple- 
mented.  We  determined  these  two  recommendations  have  now 
been  implemented. 

During  our  audit  we  noted  areas  of  concern  which  we  deemed 
not  to  have  a  significant  effect  on  the  operations  of  the  depart- 
ment. These  concerns  are  not  specifically  included  in  this 
report,  but  have  been  discussed  with  department  management. 


Background 


The  Department  of  Public  Service  Regulation  was  created  by  the 
Executive  Reorganization  Act  of  1971  and  operates  under  the 
direction  of  the  Public  Service  Commission.   The  commission 
consists  of  five  voting  members  who  are  elected  on  a  district 
basis  and  serve  a  term  of  four  years.   After  each  general  elec- 
tion, one  of  the  commissioners  is  elected  by  the  commission  to 
serve  as  chairman  for  the  two  years  until  the  next  general 
election. 


The  department's  responsibility  is  to  assure  the  public  receives 
safe,  adequate,  and  economical  utility  and  transportation  service 
at  just  and  reasonable  rates.  The  department  is  responsible  for 
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the  regulation  of  public  utilities,  motor  carriers,  railroads,  and 
pipelines  within  the  state.   It  also  performs  safety  inspections  of 
those  activities,  except  for  motor  carriers,  which  are  inspected 
by  the  Motor  Carrier  Service  Division  of  the  Department  of 
Transportation. 


The  commission  chairman  serves  as  the  department  head.   The 
department  was  authorized  to  employ  44.5  full-time  equivalent 
(FTE)  personnel  in  fiscal  year  1993-94.   In  April  1994,  the 
department  reorganized  into  the  following  three  divisions. 

1.  The  Utility  Division  exercises  general  control  over  public 
utilities,  including  rate  determination  and  safety  standards. 
The  division  has  13  FTE. 

2.  The  Transportation  and  Centralized  Services  Division 
exercises  general  supervisory  control  over  the  activities  of 
motor  carriers  and  railroads,  and  performs  the  department's 
administrative  support  functions.   The  division  has 

25.5  FTE,  five  of  which  are  motor  carrier  enforcement 
officers  stationed  throughout  the  state. 

3.  The  Legal  Division  advises  the  commission  on  matters 
requiring  a  legal  interpretation  or  opinion  and  represents 
the  commission  in  legal  proceedings.   The  division  has  six 
FTE. 

During  fiscal  year  1993-94,  the  department  changed  procedures 
related  to  registration  of  motor  carriers.   Prior  to  September 
1993,  the  department  issued  "bingo  stamps"  to  motor  carriers 
who  engaged  in  interstate  transportation  of  passengers  or 
property.   These  stamps  allowed  the  motor  carriers  to  conduct 
business  in  the  state.  The  motor  carrier  had  to  register  and  pay 
each  state  in  which  they  conducted  business.   Beginning  in 
September  1993,  motor  carriers  are  allowed  to  register  through 
their  base  state  (state  in  which  the  motor  carrier  maintains  its 
principal  place  of  business  or  conducts  a  majority  of  its  business) 
for  all  states  in  which  they  conduct  business.  The  motor  carrier 
receives  a  registration  receipt  which  lists  all  states  for  which  they 
are  registered.   The  motor  carrier  must  place  a  copy  of  the 
registration  receipt  in  each  unit  in  lieu  of  displaying  a  "bingo 
stamp."  The  base  state  is  responsible  for  making  the  payments  to 
the  other  states  for  which  the  motor  carrier  registered. 
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In  August  1994,  the  United  States  Congress  passed  legislation  to 
deregulate  a  portion  of  the  intrastate  trucking  activity.   Depart- 
ment personnel  expect  the  legislation  will  be  challenged  and  at 
this  time  do  not  know  the  impact  it  will  have  on  the  department. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 
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STATE  CAPITOL 

PO  BOX  201705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Public 
Service  Regulation  for  the  two  fiscal  years  ended  June  30,  1994,  as  shown  on  pages  A -4  through 
A- 10.   The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the 
department's  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules 
based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.   These  schedules  are  not  intended 
to  be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Public 
Service  Regulation  for  the  two  fiscal  years  ended  June  30,  1994,  in  conformity  with  the  basis  of 
accounting  described  in  note  1. 


Respectfully  submitted. 


im 


ames  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  5,  1994 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1994 


FUND  BALANCE:  July  1,  1992 

ADDITIONS 
Fiscal  Year  1992-93 
Budgeted  Revenue 
Prior  Year  Expenditures     _ 
Support  From  State  of  Montana 
Prior  Year  Revenue  Adjustments 

Fiscal  Year  1993-94 

Budgeted  Revenue 

Prior  Year  Expenditure  Adjustments 

Cash  Transfer  In 

Prior  Year  Revenue  Adjustments 

Total  Additions 


General  Fund 

Spec  i  a  I 

Revenue 

Funds 

$     (54) 

Internal 

Service 

Fund 

$       02 

$  5.000 

1,593,803 
1,421 
545,068 
(17) 

26,446 
190 

16,123 

1,249,165 
13,422 

(25) 

57,030 

1 

2,299,327 

40 

2,383.034 

3,402.837 

16.123 

REDUCTIONS 
Fiscal  Year  1992-93 
Budgeted  Expenditures 
Direct  Entries  to  Fund  Balance 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1993-94 
Budgeted  Expenditures     _ 
Support  to  State  of  Montana   . 
Direct  Entries  to  Fund  Balance 
Total  Reductions 


2,143,462 
950 
(4,137) 


1,262,562 


3,402,837 


26,446 
57 

2,185,924 

(5,000) 
2^207x427 


16,123 


5,000 
21,123 


FUND  BALANCE:  June  30,  1994 


$  175,553 


$ 0 


See  note  5  on  page  A-9. 
See  note  4  on  page  A-9. 
See  note  6  on  page  A-9. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-7. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  BUDGETED  REVENUE  S  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30.  1994 


Fiscal  Year  1993-94 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


Licenses 

and 
Permits 

Charges 

For 
Services 

Fines  & 
Forfeits 

Federal 

Indirect 

Cost 

Recoveries 

$1,445,000 
1.221.640^ 

$25,000 
27.010 

$100 
515 

$  (223,360) 

$  2.010 

$415 

$32,900 
35.193 

$  400 
32 

z 

$  2.293 

$(368) 

Federal       Total 


$1,470,100 
1.249.165 

$  (220.935) 


$  32,227   $   65,527 
21.805      57.030 

$(10.422)  $   (8.497) 


Fiscal  Year  1992-93 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$1,420,000     $33,400     $100 
1.548.39r     45 .  262      150 


$  128.391 


$11,862 


$  50 


$1,453,500 
1.593.803 

$  140,303 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  400       $  27,100   $   27,500 
52         26.394      26.446 

$(348)      $   (706)  $   (1.054) 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$19,380 
16.123 


$   19,380 
16.123^ 

$   (3.257) 


See  note  7  on  page  A- 10. 
See  note  1  on  page  A-7. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  &  FUND  -  BUDGET  &  ACTUAL 

FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30.  1994 


Public  Service  Regulation  Program 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Suppl ies  &  Materials 
Conmuni  cat  ions 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

See  note  1  on  page  A-7. 

See  note  6  on  page  A-9. 


EL 

1993-94 

FY. 

1992-93 

$1 

,309,805 

$1, 

,334,050 

348.345 

310.203 

$i 

.658.150 

$1 

,644.253 

$ 

119,923 

S 

112,970 

33,448 

27,759 

67,549 

72,680 

60,400 

71,559 

114,087 

133,341 

16,955 

24,222 

33.379 

23.439 

$_ 

445.741 

$_ 

465.970 

$ 

81,577 

$ 

73,810 

456 

1.998 

$_ 

82.033 

*— 

75.808 

$2 

.185.924 

$1 

,186.031 

$2, 

,159,535. 

2, 

,143.462' 

,436,727. 
.185.924'^ 

16.073 

$2, 

27,100 

2 

26.446 

$ 

250.803 

654 

$   19,380 
16.123^ 
$    3.257 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-7. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1994 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Public  Service  Regulation  uses  the  modified 
accrual  basis  of  accounting,  as  defined  by  state  accounting 
policy,  for  its  Governmental  Funds.    In  applying  the  modified 
accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave 
when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  if  measurable  and  records  expenses  in  the  period 
incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.  The  department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 
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Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   Department  Special  Revenue  Funds  include  the 
federally  funded  Natural  Gas  Safety  Program  for  both  fiscal 
years.  The  department's  operations  are  recorded  in  the  Special 
Revenue  Fund  beginning  in  fiscal  year  1993-94.   See  note  6  for 
further  explanation  of  this  fund  change. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reim- 
bursement basis.   Department  Internal  Service  Funds  include 
Public  Service  Commission  reimbursement  for  audits  of  utilities. 
This  activity  was  moved  to  the  Special  Revenue  Fund  in  fiscal 
year  1993-94. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.   In 
the  Proprietary  Funds,  the  increase  in  annual  and  25  percent  of 
the  increase  in  sick  leave  are  recognized  as  nonbudgeted 
expenses  when  the  related  liability  is  recorded  at  year  end.  The 
department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1993  and  at  June  30,  1994, 
the  department  had  a  leave  liability  of  $176,264  and  $193,872, 
respectively. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department's  contribution  to 
PERS  was  $92,771  in  fiscal  year  1992-93  and  $122,358  in 
fiscal  year  1993-94.  The  increase  in  fiscal  year  1993-94  is  due 
in  part  to  the  buyout  of  three  employees  who  took  early 
retirement. 
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Notes  to  the  Financial  Schedules 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  within  their 
appropriation  limits.   Thus,  on  an  agency's  schedules,  the 
General  Fund  beginning  and  ending  fund  balance  will  always  be 
zero. 


Direct  Entries  to  Fund 
Balance 


During  fiscal  year  1993-94,  the  department  changed  the  fund  in 
which  it  records  activity  related  to  audits  of  utilities.   As  a 
result,  the  department  transferred  the  $5,000  fund  balance  from 
the  Internal  Service  Fund  to  the  Special  Revenue  Fund  and 
closed  the  Internal  Service  Fund.   The  $5,000  was  start  up  money 
received  from  the  General  Fund  in  fiscal  year  1985-86.   The 
department  transferred  the  money  to  the  General  Fund  in  fiscal 
year  1994-95. 


Fond  Change 


The  1993  Legislature  changed  the  fund  in  which  the  utility  tax, 
which  funds  department  operations,  is  recorded  from  the 
General  Fund  to  the  Special  Revenue  Fund.   The  utility  tax  is 
assessed  and  collected  by  the  Department  of  Revenue  from 
regulated  companies  in  the  state.   Therefore,  the  tax  is  recorded 
on  the  Department  of  Revenue's  financial  schedules. 

Expenditures  for  department  operations  are  recorded  in  the  same 
fund  as  the  utility  tax  is  deposited.   The  change  in  funds  resulted 
in  the  Department  of  Public  Service  Regulation  showing 
Budgeted  Expenditures  and  Support  from  State  of  Montana  in 
the  General  Fund  in  1992-93;  Budgeted  Expenditures  and  a  Cash 
Transfer  In  (from  the  Department  of  Revenue)  in  the  Special 
Revenue  Fund  for  fiscal  year  1993-94.   The  Support  to  State  of 
Montana  in  fiscal  year  1993-94  relates  primarily  to  fees  collected 
for  motor  carrier  registration. 
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Notes  to  the  Financial  Schedules 


Decrease  in  License  and  During  fiscal  year  1993-94,  the  department  changed  procedures 

Permit  Revenue  related  to  registration  of  motor  carriers.   Prior  to  September 

1993,  the  department  issued  "bingo  stamps"  to  motor  carriers 
who  engaged  in  interstate  transportation  of  passengers  or 
property.   Beginning  in  September  1993,  motor  carriers  are 
allowed  to  register  through  their  base  state  for  all  states  in  which 
they  conduct  business.   The  motor  carrier  receives  a  registration 
receipt  which  lists  all  states  for  which  they  are  registered.   The 
motor  carrier  must  place  a  copy  of  the  registration  receipt  in 
each  unit  in  lieu  of  displaying  a  "bingo  stamp."  General  Fund 
revenue  related  to  registration  fees  decreased  approximately 
$275,000  between  fiscal  years  1992-93  and  1993-94. 
Department  personnel  believe  the  decrease  resulted  from  the 
change  in  registration  procedures. 
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Montana  Public  Service  Commission 


Bob  Anderson,  Chairman 
Bob  Rowe,  Vice  Chairman 
Dave  Fisher 
Nancy  McCaffree 
Danny  Oberg 


1701  Prospect  Avenue 
PO  Box  202601 
Helena,  MT  59620-2601 
(406)444-6199 
FAX:  (406)444-7618 


r — 


September  14,  1994 


i  i  \l 


I'  ^!'     Ir 


iOj  SEP  I  4  |QQ.   ^_^ 


Mr.  Scott  Seacat 
Legislative  Auditor 
P.O.  Box  201704 
Helena,  MT   59620-1704 

Dear  Mr.  Seacat: 

Please  accept  the  gratitude  of  the  Public  Service  Commission  for 
the  financial  compliance  audit  recently  completed  for  the  two 
fiscal  years  ending  June  30,  1994. 

Your  staff  performed  its  duties  v*?ith  diligence,  professionalism, 
thoroughness,  and  courtesy.   The  rapport  they  established  with 
our  personnel  made  the  effort  efficient  and  avoided  disruption  to 
the  PSC's  operations. 

The  commissioners  are  delighted  and  proud  that  your  report  shows 
that  our  agency  is  performing  at  such  a  high  level  of 
accountability  and  accuracy. 


Sincerely, 


r^oV^  \\^£i^ 


-Scr^ 


Bob  Anderson 
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Consumer  Complaints:  (406)  444-6150 


An  Equal  Employment  Opportunity  Employer 


